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NOMINATION OF ERIC A. JOHNSTON 


MONDAY, JANUARY 22, 1951 


Unitep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to call, at 3 p. m., in room 301, 
Senate Office Building, Senator J. William Fulbright, presiding. 

Present: Senators Fulbright, Robertson, Sparkman, Frear, Long, 
Capehart, Ives, Schoeppel, and Bennett. 

Senator FuLsricut. The committee will come to order. 

This hearing has been called to consider the nomination of Mr. 
Eric A. Johnston to be Economie Stabilization Administrator. 

Mr. Johnston, we are very glad to have you here and would be very 
interested in any statement you care to give the committee by way 
of introduction with regard to your ideas about your duties and the 
legislation under which you operate. 

Mr. Jonnsron. Mr. Chairman, I have very few ideas about what I 
am going to do. As you know, I have just agreed to accept the posi- 
tion. It has been an extremely complex problem. I think all of us 
recognize it is not a question of only wages and prices. Those are 
only the symptoms of the inflationary pressures. It must mean a 
lot of other things, such as taxes, interest rates, credit controls, foreign 
purchases, purchases by our own Government, and a whole group of 
other things which affect the economy. As I understand my position 
on discussing it with Mr. Wilson and the President, the field that I am 
to operate in covers all of those things. All of them will have to be 
operated in if you are going to successfully control inflationary pres- 
sures successfully. 

Senator Futsricur. Mr. Johnston, do you feel the De fense Pro- 
duction Act of 1950 is adequate legislative authority for you? 

Mr. Jounston. Senator, I would prefer not to answer that at the 
moment, because 1 do not think I am in it sufficiently long to give 
you a definitive answer. 

Senator Futsricut. Perhaps we can be more specific on some 
items. There is one controversial section of that bill relating to 
ceiling prices on agricultural products. I wonder if you would give 
the committee your views about that provision of the law. Are you 
familiar with that? 

Mr. Jounston. I am familiar with it, Senator, but I still don’t 
think I can give you an answer today. I will be willing to in a few 
days, or in a week or so, but I do not think | can today. 

Senator Futsricut. | know the committee will be interested in 
your views, because some members have indicated that since you 
have not been, very recently, at least, engaged in pursuits closely 
allied to agriculture, perhaps you might not be as sympathetic to the 
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problems of the farmers as you ought to be. Do you care to comment 
on that? 

Mr. Jonnston. I think I am very sympathetic to the problems of 
the farmers, coming from a farm State and living in an agricultural 
community. 

Senator FuLtsrieut. I had hoped you had not become too attached 
to Hollywood and had lost your appreciation of the farmers’ problems. 

Do you have any questions, Senator Capehart? 

Senator Caprnart. I don’t think I have. I appreciate the fact 
that Mr. Johnston has just taken over this job and it would be hard 
for him to answer questions intelligently until he at least has had a 
chance to survey the situation. 1 certainly don’t have to ask Mr. 
Johnston this question. Whatever the law is he will follow it. 

Mr. Jounnston. Yes, sir. 

Senator CapeHART. Whether it be on agriculture, on nails, or 
airplanes. 

Mr. Jounston. That is perfectly obvious, Senator. I certainly 
will do so. 

Senator Capenart. I would like te ask the same question everyone 
is asking: When are you going to impose over-all, across the board, 
controls? I suppose you do not know. 

Mr. Jounston. I do not know; no, sir. I do not know what we 
will even do, as yet. I can say this to you, that since I agreed to 
accept the position on Friday I have not slept very much. I realize 
the enormity of the problem. The complexities are terrific. We 
have been consulting with various people, economists and others, 
Friday night and all day Saturday, Saturday night and all day 
Sunday and Sunday night, and I am beginning 

Senator Capenart. I might ask you this question—you may be 
able to answer it and you may not: Are you now convinced, or rather, 
are those that have been advising with you that have been there much 
longer than you, that selective controls will not work and that we 
must have straight-across-the-board price controls, as well as wage 
control? 

Mr. Jounston. I am not convinced of anything as yet, Senator. 

Senator Capenart. I hope that you will continue working night 
and day and that everybody else will, because I think the time is 
about arrived when we ought to come to that conclusion. 

Mr. Jonnston. I think we should, too, and within a very short 
time. There is no reason for further procrastination. 

Senator FuLBriaut. Senator Robertson, do you have any ques- 
tions? 

Senator Rospertson. Mr. Chairman, St. Paul, | believe, said that 
“faith is the evidence of things unseen and the substance of things 
hoped for.”’ 

Mr. Jounston. Yes, sir. 

Senator Roperrson. I want to, on that basis, express my faith in 
Mr. Johnston, and say that I intend to vote for his confirmation. 

Mr. Jounston. Thank you very much, Senator. 

Senator Futsricut. Senator Ives. 

Senator Ives. I have known Mr. Johnston for quite a number of 
years, and I know he has the ability to do this job as it should be done. 
I want to say here and now I am very glad he is not committing himself 
on these questions that are being asked. I know he will do a job 
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because I know his capacity, and I am going to vote for his confirma- 
tion. At the same time I wish him well. 

Mr. Jounston. Thank you very much, Senator. I appreciate that. 

Senator FuLsrigut. Senator Long. 

Senator Lone. Mr. Johnston, I know that you realize, especially 
at this time, that there is probably nothing that goes more toward 
undermining the Nation’s war effort or preparedness effort than a 
black market, and that is one of the main things that your agency is 
going to be entrusted with, to prevent that sort of thing from develop- 
ing. Our small-business hearings have been indicating that there is 
a black market already in existence on steel and I expect we will find 
there is a black market on quite a few other items as we continue 
those hearings. I hope that you are in agreement with us that there 
is an urgency and need for immediate action on some of these items, 
and I hope that we will get some of that action soon. 

Mr. Jounston. Yes, Senator, I am sure that you will one way or 
the other, soon. 

Senator Lona. I gained the impression from some previous per- 
sons connected with this problem that they expected to get an organi- 
zation all set up and then get the proper officials all through this field 
right on through to the grass-roots level, and then when they had 
their army all organized the general expected to get on his horse and 
lead the charge, the difficulty being that that time just never happens 
when you are all ready to take the problem over. It looks to me as 
though we are going to have to attack this problem with whatever 
we have to work with and organize as we go along. I certainly hope 
that we will get some early action from the Economic Stabilization 
Agency, because the need is here now. 

Mr. Jounston. Senator, you are never prepared for war and you 
are never prepared fully for a thing of this kind. There is no question 
about that. 

Senator Lone. Thank you. 

Senator FuLsricut. Senator Schoeppel. 

Senator Scuorrrpet. Mr. Chairman, I don’t believe I have any 
direct questions to ask Mr. Johnston. I want to say to you, sir, that 
you do carry into this position a background of understanding of what 
has made this country what it is. I am sure that you have the sense 
of approach to these problems that will keep them in their proper 
balance, because just as expressed here by Senator Capehart, the 
great agricultural interests in this country are wondering how they 
are going to be affected. Senator Long, together with myself and 
other Members, some of them on this committee, have been listening 
for days to the problems of small business, which by the way, as you 
well know, better than anybody else, make up the greater part or 
portion of business in this great country. They are alarmed and 
they are worried. I know that you approach this, at least, I honestly 
think you do, in a fair and realistic manner, and that is the reason 
I am going to vote for you. 

It is not going to be easy. I hope that you will be frank enough 
from time to time, if the situation does not work out, and you think 
that you need some different type of approach, that you will be frank 
enough with the Congress of the United States to forthrightly lay it 
on the table before us. 
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Mr. Jounston. Senator, if I have one fault it is complete frankness, 
and I can assure you that I will be completely frank in this job and 
give my opinions to the Congress and to the people from time to 
time, without any fear or favor. I think that is the only way we can 
approach this job. I think it is an extremely difficult task. I am not 
trying to ask for sympathy in it, but I do know that it is an almost 
impossible job to perform. But certainly I will do my very best to 
perform it and certainly I will be very frank in the process. 

Senator Futpricut. Senator Frear. 

Senator Frear. Mr. Chairman, first, I think I ought to congratu- 
late the President and Mr. Wilson on their selection of Mr. Johnston 
as the man to head this agency, and I certainly want to extend best 
wishes to Mr. Johnston, and I might add, in a slightly sympathetic 
manner. 

There is just one question I would like to pose to Mr. Johnston: 
Do you, in your own mind, think that you have ample authority for 
the responsibilities that lie ahead? 

Mr. Jounsron. I am inclined to think that I do not, but if I do 
not I am going to be the first to come back to you people and tell 
you so, but I want to be sure just exactly what I am going to ask for 
before I do it. If I do I will tell you all the reasons why I think I have 
not sufficient authority and what should be done, and I will try to 
buttress it with other qualified opinion. 

Senator Frear. And you will want ample authority, I assume, if 
you find that you do not have it? 

Mr. Jonnston. That is right. It is not that the President and 
Mr. Wilson have not given me all the authority which they could, 
don’t misunderstand me, because they have been very cooperative in 
that respect, both of them. 

Senator Frear. That is all, Mr. Chairman. 

Senator Futsprigur. Senator Bennett. 

Senator Bennerr. Mr. Johnston, I, like the others, am going to 
vote for your confirmation with a very happy heart, but I have one 
observation, the making of which I cannot resist. It is one thing to 
go into a period of complete controls, it is apparently another one to 
come out of it. The people of the United States are going to be 
looking very eagerly for the day when some or all of those controls 
will be lifted. I realize that today is too early to try and develop a 
blueprint for lifting them, but I hope with the unique experience you 
are going to have, you are going to keep in mind that ultimate 
responsibility, so that what happens as we go in will guide us so that 
we can come out. I know there is a division of opinion as to whether 
complete controls are needed; maybe they are needed now, maybe 
6 months from now, but circumstances will permit some of them to 
be lifted. I hope you have that in mind, as well as the process that 
we are going into, because if we are going to accept this as a perma- 
nent part of the pattern of American life it will be a great tragedy. 
It is just as important if you have authority enough to take us in and 
operate it, that you have authority and wisdom enough to help make 
the blueprint which will lead us out. I think you have that point of 
view, and that is one of the reasons I am glad that you are going into 
the job. 

Mr. Jonunston. Thank you, Senator. 

Senator FuLsrieut. Senator Capehart. 
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Senator Caprenart. I hope, Mr. Johnston, that you will not follow 
the advice of some of the newspapers, because I hold in my hand a 
clipping out of the Washington Post by Mr. John W. Ball. In fact, 
I hold two of them. He starts out by saying: 

A Government study of food prices revealed that almost 80 percent of the food 
increase since the Korean fighting started last June 25 has gone to the Nation’s 
farmers. 

That is just not a true statement. That sort of thing should not 
be put out, because anybody that knows anything about the growing 
of farm products knows that when you get an increase of 50 cents a 
bushel on corn it does not reflect itself in an 80 percent increase, the 
farmer getting 80 percent of the increase in the cost of food. Anybody 
that knows anything about business at all, or knows anything about 
costs or retail discounts knows that that is not a true statement. 
Yet we have read a lot recently in the newspapers where the farmer 
is getting 80 percent of the increase in the cost of living; that is, the 
cost of food, since the Korean War. Of course, I am certain that you 
know it is not true. 

Senator Ropertson. Senator, would you yield there for one illus- 
tration? 

Senator Carpenarr. Yes. 

Senator Rozertson. In the first month after Korea the price of 
beef on the farm went up one-half cent and on the retail market, to 
the consumer, it went up 12 cents. 

Senator Lone. Our chairman is not here, but this is a statement 
that he made on December 19, if I might just read from the statement 
of the chairman of this committee. 

How is it that no one bothers to point out that in June 1948, when wheat was 


selling for 92.81, a 1 pound loaf of bread was selling for 13.8 cents, while in 
October of this year when wheat had dropped to $1.91 


in other words, a drop of 90 cents for a bushel of wheat 
the same loaf of bread was selling for 14.7 cents. 


In other words, a loaf of bread had gone up 1 cent while the price for 
a bushel of wheat bad gone down almost a dollar. 

Senator CAPEHART. The point is the amount of wheat per loaf of 
bread percentagewise is very little. Therefore, for anyone to make the 
statement or write a story that the increased cost of food since the 
Korean War, that 80 percent of the dollar value went to farmers, just 
does not know what he is talking about. I certainly hope that you 
will not follow the advice of any such reasoning or any such statisties 
because they are not true. 

Mr. Jounston. I am familiar with that, sir. 

Senator Frear. May I ask, Mr. Johnston, what is your native 
State? 

Mr. Jounston. I was born in Washington, D. C., and I moved out 
to the State of Washington when I was about 9 months old. 

Senator Futsricut. Mr. Johnston, as you know, Senator Maybank 
is ill and is away, and I am only the acting chairman. 

Before proceeding, however, I have here a telegram from Senator 
Maybank that I would like to place in the record at this point. 

(The telegram referred to follows: ) 

Reference conversation would not delay price fixing for one day although the 
President has delayed it six months and brought the country to the brink of 
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ruinous inflation. Therefore suggest if the committee wishes to report Johnston’s 
name to the Senate please do so and record me as being absent account of sickness. 
Also have this telegram made a part of the official record. 

Regards. 


Burnet R. MAYBANK. 


Senator Futpricut. Senator Maybank has requested me, through 
the clerk of the committee, to ask you a few questions. I think they 
are partly designed to reassure him and also to give the country some 
idea of some of your thoughts about some general questions. 

Do you have any questions, Senator Sparkman? 

Senator SpaARKMAN. Not at this time. 

Senator Futsricut. The first question is: What is your attitude 
toward small business? What do you intend to do for them? 

Mr. Jounston. Senator, you know I am a small-business man 
myself. I have been operating some small businesses in the State 
of Washington for many years, and still operate them, so I am ex- 
tremely sympathetic to small business. I think I recognize its prob- 
lems and realize, as well as anyone, that it is the backbone of our 
industrial life. That is my personal opinion. 

Senator Futsricut. But you have nothing specific in mind at this 
time with regard to small business? 

Mr. Jounston. No, I do not. 

Senator Fu.tsricur. The second question is: What do you intend 
to do about the recent contract between Mr. John L. Lewis and the 
coal operators? 

Mr. Jounstron. I cannot answer that until we determine what we 
are going to do on wages and prices. 

Senator Futsricat. I think one point he probably had in mind 
was your attitude in regard to freezing prices and wages simultane- 
ously. We had quite a discussion on that subject last year during 
the passage of this legislation and it became quite evident, I think, that 
the majority of the Senate and I think the Congress, thought they 
should be tied together. Is that agreeable with your views? 

Mr. Jounston. I don’t think they can be separated. 

Senator Futsrieut. Can or should? 

Mr. Jounston. I don’t think they can be separated. Unquestion- 
ably wages affect prices. 

Senator Futsricnt. You don’t think they should be? I take it 
from that answer—— 

Mr. Jounston. Of course, they can’t be and they should not be. 

Senator Fu.sriert. I do not know whether you mean they cannot 
be legally under the law, that is, the law passed by Congress or some 
other economic law. 

Mr. Jounston. Economically I don’t think they can be separated, 
nor do I think they can by the legislation that has been passed. 

Senator Futsricut. I think that is reassuring to the Congress, that 
you agree with them as to the soundness of that provision. 

Do you believe in the recent statements, I believe made by someone 
in the administration, that it has been impossible to place price con- 
trols because certain agricultural products were selling below parity? 

Mr. Jounston. I can’t answer that question fully yet, Senator. 

Senator Futsrient. I believe most of the major agricultural prod- 
ucts are selling above parity. There are a few, I think, that are still 
below, is that not right? 
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Senator Ropertson. Wheat and corn are below. 

Senator SPARKMAN. Pork is below. 

Senator Roperrson. Wheat, lambs, wool, and soybeans. There 
is some little question about soybeans. 

Senator CapeHArRT. Cotton, wool, lambs, beef cattle, and beef 
calves. 

Senator Roperrson. It has only gone up above in the last 2 months. 

Senator SPARKMAN. Beef is above. 

Senator Fu.tpricut. Would you agree, Mr. Johnston, that law 
providing the formula for fixing parity is a sound one, and as you 
know it has been our law now for some 17 years, I guess, or longe r, if 
it is sound that maximum prices should not be below parity? 

Mr. Jounston. I think that is a fair statement, Senator. 

Senator Futsricut. In other words, theoretically, at least, that 
parity is supposed to be a fair price to the producer, is it not? 

Mr. Jounston. That is right. 

Senator Futsricut. If there is anything wrong with it it is because 
the parity itself is not being properly ascertained; isn’t that the correct 
approach? 

Mr. Jounston. It would seem to me to be correct. 

Senator FuLtsricut. People do differ as to how you weight the 
various ingredients that go into the formula, but if it is a proper 
formula it would seem to me that that should at least be considered 
in fiximg a price. I cannot see how you can justify a maximum price 
lower than what we say is a fair price by other means. 

Mr. Jonnston. That is right, sir. 

Senator Capenart. If [I remember correctly, in World War II 
the parity was 110 percent, not 100. 

Senator Fu.sricut. This next question, I believe—well, the answer 
is implicit in what you said: Do you intend to treat the farmers fair 
and square? 

Mr. Jounston. Of course, we could not do otherwise. 

Senator Futsricut. Do you intend to give them as fair treatment 
as you give labor? 

Mr. Jounston. Of course. 

Senator Futsricut. You know this law expires in June and, of 
course, that question will be very much in the minds of the legislators 
when the question for extension comes before the Senate. 

Mr. Jonnsron. That is correct. 

Senator Futsricut. Do you know what relations you may have 
with the Federal Reserve Board in its regulatory powers under this 
law? 

Mr. Jonnston. It is one of coordination with the Treasury and 
with the whole economic picture, because unquestionably the regu- 
latory authorities of the Federal Reserve Bank have an effect upon 
our price and wage schedules. 

Senator Lona. I saw an ad yvesterday—I am not asking you to 
comment on this particular situation—advertising that you could 
buy a particular product with a 10-percent down payment and a long 
period of time to pay for it. That particular product being adver- 
tised was one that used a lot of vital materials that small business 
has testified they cannot get even for essential needs today. I am 
sure you agree that credit controls are probably prefer ‘able to price 
controls if you can get the credit controls properly into effect. 
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Mr. Jounstron. A vigorous fiscal policy in my opinion is always 
more effective than any wage and price controls that you can institute. 
Unquestionably price controls, if, as, and when they should be insti- 
tuted, can only be effective with a vigorous fiscal policy. I do not 
think there is any question about that. 

Senator Rosertson. Mr. Johnston, do you think that we face a 
serious inflationary threat? 

Mr. Jounston. Do I think so? 

Senator Ropertson. Yes. 

Mr. Jounston. I do. 

Senator Rorerrson. Has the present dollar gone down to about 
55 percent of the prewar dollar? 

Mr. Jounston. I don’t know the percentage, Senator, but I do 
know, for instance, many items have gone up appreciably and there 
has been a sharper rise in costs in the last 3 weeks than at any period 
since Korea. I know that. 

Senator Roperrson. If it be true, and I think it is, that the value 
of the dollar has gone down to 55 percent that price inflation has been 
equal to a capital levy upon our life insurance and savings of that 
type of 45 percent. 

Mr. JoHNsTON. Senator, it is my personal opinion that inflation is 
one of the greatest threats that we face. I think it is just as great a 
threat as Russia because I think Russia could lick us if we are not 
able to control our economy—our price levels—in some way. We 
will have to do it through increased production and through vigorous 
fiscal policies, as well as other measures. Somebody has to try to do 
it and do it vigorously. 

Senator Ronertrson. The Chairman of the Federal Reserve Board 
recently told me that in his opinion the credit curbs on inflation that 
he was trying to exercise, and the price and wage controls that the 
Government through its agencies would eventually exercise, could not 
build a dam that would hold inflationary pressure if the Government 
kept pouring new money into the currency stream. Do you agree 
with that? 

Mr. Jounston. I thoroughly agree that any controls on wages and 
prices that you may put in are simply a dike. It may have some 
holes in it but it is merely a dike against increased prices. But in 
order to siphon off the water behind it and relieve the pressures, these 
other things must be done that you speak of. 

Senator Rospertson. Is taxation one of them? 

Mr. Jounsron. Of course. 

Senator Rospertson. Do you think that the inflationary danger is 
so great and increasing so rapidly that the Congress would do well 
to pass a tax bill reaching the most inflationary income element as 
quickly as possible? 

Mr. Jounston. Absolutely correct. 

Senator Rosertson. I made that proposal last week and I have 
been very severely criticized for it, not only from friends in my own 
State but from a good many other States as well. 

Mr. Jounston. I am sure you have not received the criticism I am 
about to. 

Senator Rospertrson. Nobody who has been in politics for 35 years— 
and I have held publie office that long—would imagine that it is 
popular to advocate an increase in taxes, and the only reason I had for 
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advocating them was because I felt it was a choice between increasing 
taxes as an anti-inflationary measure or letting inflation do far worse 
damage to the purchasing power of the people. Do you agree with 
that? 

Mr. Jounston. No question about that. Inflation can ruin us all. 

Senator Rospertson. Well, we find we have three times as much 
money as we had before World War II. We have far more than that 
percentage of potential bank credit. We have an unprecedented 
national income. The President has recommended to us a budget of 
approximately $71,000,000,000 and with contract authorizations it 
would raise it to $91,000,000,000. He suggested that we should have 
an additional 16% billion dollars of revenue to approximately balance 
that budget. If we do not have some increase on income taxes at this 
time and we wait until Congress can explore all the avenues of a 
$16,000,000,000 tax bill, do you imagine it will be earlier than next 
Thanksgiving before we have the tax bill? 

Mr. Jonnston. I sincerely hope that Congress acts much more 
rapidly than that on taxes and I think the people are prepared to make 
the sacrifices which are essential. I think increased taxes are very 
essential in this whole stabilization scheme. 

Senator Ropertrson. I made some proposals of definite percentages 
on the assumption that we would not carry excess profits taxes to the 
heights of the last war, which was 95 percent with a postwar refund 
provision of 10 percent. I thought corporations could stand a com- 
bined normal and surtax rate of 55 percent, but leaving untouched 
those small corporations that we have been talking about, the little 
businesses that are having a tough time anyway and we would like 
to see them expand—those with incomes of $25,000, or less. 

The rate I proposed would leave corporations slightly below the 
rate of World War II and yet it would produce in revenue only about 
$2,300,000,000. 

In World War II we had a personal exemption that I suggested as 
the means for a pay-as-you-go plan, a uniform simplified return and 
with no filing of an income report by millions of new taxpayers who 
did not know how to make it out. ‘Lhe personal exemption was $500 
for the man, $500 for the wife, and $500 for each dependent. 

Two years ago when we had a bill to lighten income taxes we 
increased the exemption to $600, but if we would restore that exemp- 
tion to $500 it would produce about $2,400,000,000. Then if we 
tightened up State and gift taxes—and it would be difficult to do that— 
we might get $100,000,000, and if we increased some of our excise 
taxes—and I suggest, for imstance, the proposal I made during 
World War II of a $12 tax on liquor—we could get $500,000,000 
more and $300,000,000 on beer. 

But the whole thing, Mr. Johnston, adds up to about $6,400,000,000, 
which I propose and which would be something that we could do 
immediately. That means $10,000,000,000 left of the President’s 
proposal if we are to get $16,500,000,000. 

I asked the tax staff if, as a last resort, we were forced to a sales 
tax what would be the base on which it could be applied if we exempted 
food, medicine, and the sales taxes we now have. They said $60,- 
000,000,000. ‘To raise $10,000,000,000 on that base would require a 
rate of 16% percent. Had that ever occurred to you? 

Mr. JoHNsTon. Yes, sir. 
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Senator Ropertson. And the difficulty that confronts us in this 
emergency with this tremendous inflationary period and the terrific 
conflicts we are going to have, is self-evident if the Manufacturers 
Association and the Chamber of Commerce—which you so ably 
headed—come in at this time and say, “Boys, let’s have a sales tax; 
we want a less tax than we paid in World War II.” Don’t you see 
what we are headed for? 

Mr. Jonnston. You pose some of the difficulties very ably. 

Senator Roperrson. I have not posed it very ably, I think, but 
it is very real. 

Senator Futsrieur. You are trying to elicit his support for that, 
is that right? 

Senator Ropertson. He has a job to do in one phase of this inflation 
problem and that is to try to curb inflation with price and wage 
controls, but if he puts controls on and people have surplus spending 
money and have lost confidence in the future value of the dollar you 
will have black markets to contend with in spite of everything you 
can do. 

Mr. Jounston. That is right, Senator, there is no argument about 
that. That is the reason these other things are so essential. 

Senator Ropertson. I am sure we will have a lot of confidence in 
the future if the business leaders of this Nation understand what I 
have just mentioned to you and what we are up against in this tax 
matter. And if they think they can unload all this $16,000,000,000 
on sales taxes and unload it on the people in a situation where we all 
have to sacrifice and all have to do our best, I think they are going 
to be very much mistaken. 

Mr. Jounstron. I agree with you. 

Senator Fu.tsricut. Following up that first suggestion about the 
Federal Reserve, as I understand it you feel it is not your duty to set 
their policies but to coordinate with your policies. They had been 
inclined to restrict, under Regulation W, more than industry was 
agreeable to, that is, back in November. I have not heard much 
from them since then. 

Mr. Jounston. Maybe industry has changed its opinion since 
November. 

Senator Fu.tsricut. I would think you would have no difficulty 
getting along with the Federal Reserve Board. 

Senator Sparkman, did you say you have a question? 

Senator SpaRKMAN. Mr. Johnston, as‘I understand under the posi- 
tion you are taking you would be primarily concerned with prices, 
wages, and rent controls, is that right? 

Mr. Jounston. No, sir; I will be primarily concerned with anything 
which affects the stability of the economy. 

Senator SpaARKMAN. Those are the three main fields in which you 
will operate? 

Mr. Jounston. No. I think there are many other fields that are 
very important. As I said earlier, Senator—you may have missed 
it 





Senator SpARKMAN. I am sorry that I was delayed in getting here. 
Mr. Jounston (continuing). I think that wage and price controls 
merely attempt to alleviate the symptoms temporarily. I do not 
think they will work over a protracted period of time unless other 
things are done, and those other things are, of course, more goods, 
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which means greater production; controls do not get better produc- 


tion, as we all know. They have a tendency over a long period of 
time to retard production rather than to increase it. 

The second thing is that we must siphon off some of the money, the 
purchasing power, which you in Congress will have to do, and I 
anticipate that as time goes on I will come back before you gentlemen 
again with definite, concrete suggestions as to what we think can be 
done in order to control the inflationary pressures, because in my 
opinion we must do it if we are going to have a sound economy and a 
sound economy is the only bulwark that we have against communism. 

Senator SpARKMAN. Will you function in the field also— -you will, I 
suppose, when we get around to it—of consumer rationing? That 
will be your responsibility too, will it not? 

Mr. Jonnston. Under my office there will be two specific offices, 
price controls which will have charge of any controls that may be 
instituted or any rationing that may be instituted. That will be 
operated under Mr. Di Salle. He will be responsible for that. I will 
simply be a court of appeals. There will also be under my office wage 
stabilization which will be operated by Mr. Ching who will be respon- 
sible for wage stabilization. Those are only two of the facets of the 
job and I am inclined to think that they are two of the least important 
of the facets of the job because they are only palliatives. 

Senator SpaRKMAN. 1 understand that you are charged with the 
responsibility of doing everything possible to stabilize our economy. 
What about the allocation of materials? Will you have any direct 
responsibility for that? 

Mr. Jonnston. The allocation of materials will be under General 
Harrison in the Defense Production Board. That will be an arm 
of Mr. Wilson’s staff as I will be an arm of Mr. Wilson’s staff, and Mr. 
Wilson, of course, will coordinate the two. 1 have no doubt that the 
two will be coordinated harmoniously. 

Senator SpaARKMAN. But that would not be then a direct responsi- 
bility of yours? 

Mr. Jounston. No, sir. 

Senator CapEHART. You are a separate agency to General Harri- 
son’s agency? 

Mr. Jounston. No; I am a separate agency of Mr. Wilson’s. 
General Harrison is under Mr. Wilson and so am I. 

Senator CapeHART. You have no authority over General Harrison’s 
department and he has no authority over yours? 

Mr. Jounston. Except to consult on activities he may institute 
that affect the stability of the economy. It will be my duty to call 
these to his attention and coordinate through Mr. Wilson. 

Senator SpARKMAN. I suppose in that connection that all of you 
will coordinate in making studies and reaching decisions as to what 
can best be done to stabilize the economy? 

Mr. Jounston. That is true, and I want to assure you that from 
the little I have thus far seen of the operation of Mr. Wilson’s organi- 
zation that there is the closest type of cooperation between the office 
which I will represent and General Harrison’s office. In other words, 
there has been no evidence of anything but complete cooperation. 

Senator SPARKMAN. Within the last few days the Small Business 
Committee has been holding hearings on the question of scarce 
materials. Things are showing up very badly already in the field of 
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small business. I was particularly interested in the expression of 
interest that you have in small business and that is really the reason 
I asked you the question about the allocation of materials. A great 
many small businesses all through the country are faced now with 
the necessity of closing their doors simply because they cannot get 
minerals, metals, and materials on which to operate, nor have they 
yet reached that point in the trickle-down process where Government 
contracts are available to them. 

You certainly will have some say-so in an advisory capacity as to 
things that can be done to maintain this tremendous part of our 
national economy, that is, the small business. 

Mr. Jounston: Senator, 1 think that General Harrison or Mr. 
Wilson should speak on that subject but I believe that this matter 
is now under consideration and study with an attempt to correct 
some of the difficulties involved. 

Senator SparKMAN. I will say that both Mr. Wilson and General 
Harrison did appear before our committee, but since you are going 
to work with them I want to take the opportunity to reemphasize 
the crying need that comes to us every day from small businesses all 
across the country. 

Mr. Jounston. And it is a very real need, too, Senator, I am 
familiar with it. I am very sympathetic to it. 

Senator FuLtpricutr. Any further questions? If not the committee 
will go into executive session. 

Thank you, very much, Mr. Johnston. 

(Whereupon at 3:50 p. m., the committee went into executive 
session.) 


x 








